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Report  of  Independent  Certified  Public  Accountants 


To  the  Members 

Southeastern  Massachusetts  University  Building  Authority 


We  have  audited  the  accompanying  balance  sheet  of  Southeastern  Massachusetts 
University  Building  Authority  as  of  June  30,   1991  and  the  related  statements  of 
revenues  and  expenditures,   changes  in  fund  balances  and  cash  flows,    for  the  year 
then  ended.     These  financial  statements  are  the  responsibility  of  the  Building 
Authority's  management.     Our  responsibility  is  to  express  an  opinion  on  these 
financial  statements  based  on  our  audit. 

We  conducted  our  audit  in  accordance  with  generally  accepted  auditing 
standards.     Those  standards  require  that  we  plan  and  perform  the  audit  to  obtain 
reasonable  assurance  about  whether  the  financial  statements  are  free  of  material 
misstatement.     An  audit  includes  examining,   on  a  test  basis,   evidence  supporting  the 
amounts  and  disclosures  in  the  financial  statements.     An  audit  also  includes 
assessing  the  accounting  principles  used  and  significant  estimates  made  by 
management,   as  well  as  evaluating  the  overall  financial  statement  presentation.  We 
believe  that  our  audit  provides  a  reasonable  basis  for  our  opinion. 

In  our  opinion,   the  financial  statements  referred  to  above  present  fairly,  in 
all  material  respects,   the  financial  position  of  Southeastern  Massachusetts 
University  Building  Authority  as  of  June  30,   1991,   and  the  results  of  its  operations 
and  its  cash  flows  for  the  year  then  ended,    in  conformity  with  generally  accepted 
accounting  principles. 

As  discussed  in  note  H  to  the  financial  statements,  the  Building  Authority 
changed  its  accounting  method  from  the  cash  basis  to  the  accrual  basis  during  the 
year  ending  June  30,    1991,  which  change  we  approve. 


New  Bedford,  Massachusetts 
August  1,  1991 
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Southeastern  Massachusetts  University  Building  Authority 
NOTES   TO  FINANCIAL  STATEMENTS 
June  30,  1991 


NOTE  A — ORGANIZATION,    BUSINESS  ACTIVITY  AND  SUMMARY  OF  ACCOUNTING  POLICIES 
Organization  and  Business  Activity 

The  Building  Authority,   a  body  politic  and  corporate  created  by  the  powers 
existing  under  Chapter  703  of  the  Acts  of  1964  of  the  Commonwealth  of 
Massachusetts,   as  amended,   has  built  the  "First  Project"  which  consists  of 
residence  halls,   a  dining  center,   and  formerly,   a  campus  center.     The  facilities 
were  constructed  from  funds  raised  by  the  sale  of  notes  and  bonds.     The  campus 
center  was  duly  conveyed  to  the  Commonwealth  of  Massachusetts  pursuant  to  Chapter 
79  of  the  Acts  of   1976  of  the  Commonwealth  for  the  sum  of   $4,600,000  on  June  15, 
1976.      These  funds  retired  Note  Series  First-M  of  the  Authority,   dated  April  16, 
1976,    and  due  June  16,  1976. 

A  public  political  entity  created  by  the  Commonwealth  of  Massachusetts,  the 
Authority  is  exempt  under  federal  and  state  income  tax  regulations. 

The  "First  Project" 

The  facilities  were  operated  under  a  Management  and  Services  Agreement  dated  May 
7,    1976,   between  the  Authority  and  the  Trustees  of  Southeastern  Massachusetts 
University.     The  Services  Agreement  provided  that  the  University  Trustees  shall 
collect,   receive,   or  hold  revenues  from  the  Project  as  trustee  for  the  Authority. 
The  University  Trustees  were  reqTjired  to  remit  such  revenues  to  the  Bond  Trustee, 
the  State  Street  Bank  and  Trust  Company,   in  amounts  as  described  in  the  Agreement 
until  the  amounts  so  remitted  in  each  fiscal  year  equalled  amounts  certified  by 
the  Building  Authority  for  each  fiscal  year  as  follows: 

a.  Required  payments  of  interest  and  principal  or  other  amounts  payable  with 
respect  to  the  bonds, 

b.  payment  required  for  the  Project  Debt  Service  Reserve  Fund,  and 

c.  the  Building  Authority's  current  expenses  allocable  to  the  First  Project. 

Furthermore,   the  Agreement  provided  that  the  balance,   if  any,   of  revenues 
remaining  after  payment  of  certain  maintenance,   repair,   and  operating  expenses 
(including  purchase  of  necessary  food,    supplies,   and  equipment)   of  the  Project 
shall  be  available  for  remittance  to  the  Bond  Trustee. 

The  Trust  Agreement,   dated  May  10,    1976,   pledged  to  the  Bond  Trustee  for  the 
benefit  of  the  holders  of  the  bonds,    fees,   rents,   rates,   and  other  charges  and 
revenues  of  the  Project.     Responsibility  for  maintenance,   repair,   and  operation 
of  the  Project  was  assumed  by  the  University  Trustees  after  making  the  agreed 
remittances  to  the  Bond  Trustee. 

Pursuant  to  the  Enabling  Act  creating  the  Building  Authority,   the  Commonwealth, 
acting  by  and  through  the  Board  of  Trustees  of  the  University,   and  the  Authority 
have  entered  into  a  contract  for  Financial  Assistance  dated  May  7,    1976.  The 
Assistance  Contract  provided  for  the  guarantee  by  the  Commonwealth,   as  authorized 
by  the  Enabling  Act,   of  the  payment  of  the  principal  of  and  interest  on  the  Bonds 
as  the  same  become  due  and  payable.     The  Enabling  Act   limited  to  $40,000,000  the 
total  amount  of  notes  and  bonds  of  the  Authority  which  were  so  guaranteed. 
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Southeastern  Massachusetts  University  Building  Authority 
NOTES  TO  FINANCIAL  STATEMENTS 
June  30,  1991 


NOTE  A — ORGANIZATION,    BUSINESS  ACTIVITY  AND   SUMMARY  OF  ACCOUNTING  POLICIES 
( continued) 

The  "Project" 

The  security  for  the  Bonds  includes,   but  is  not  limited  to,   a  guaranty  of  the 
Commonwealth  of  Massachusetts  provided  through  the  Contract  for  Financial 
Assistance,   Management  and  Services  dated  as  of  May  1,    1986  between  the  Authority 
and  the  Board  of  Trustees  of  the  University  acting  on  behalf  of  the  Commonwealth. 

The  Contract  provides  for  an  unconditional  guaranty  by  the  Commonwealth  of  the 
punctual  payment  of  the  scheduled  principal  of  and  interest  on  the  Bonds  and 
pledges  the  full  faith  and  credit  of  the  Commonwealth  for  the  performance  of  such 
guaranty . 

The  Bonds  are  special  obligations  of  the  Authority  secured  by  a  pledge  of,    and  to 
be  paid  from,   certain  revenues  derived  from  fees,   rents,   rates,   and  other  charges 
received  by  the  Authority  from  the  operation  of  the  Projects  being  financed  and 
refinanced  by  the  Bonds.     Such  charges  are  fixed  annually  by  the  Authority. 
Pursuant  to  the  Trust  Agreement,   the  Authority  has  covenanted,   among  other 
things,   to  fix,   revise,   and  adjust  fees,   rents,   rates,   and  other  charges  from  the 
operation  of  the  Projects  being  financed  and  refinanced  by  the  Bonds  and  any 
other  projects  or  property  which  may  be  financed  under  the  Trust  Agreement  to 
assure  the  timely  payment  of  debt  service  on  the  Bonds  and  any  other  bonds  which 
may  be  issued  under  the  Trust  Agreement,   to  provide  for  monies  to  be  deposited 
into  a  required  debt  service  reserve  fund  for  the  Bonds  and  additional  bonds  (the 
"Section  10  Reserve  Fund")   and  to  meet  all  other  reqpairements  with  respect  to  the 
Bonds  and  additional  as  described  more  fully  hereinafter.     The  fixing  and 
revision  of  such  charges  are  subject,   however,   to  the  approval  of  the  University 
Trustees . 

A  summary  of  the  significant  accounting  policies  consistently  applied  in  the 
preparation  of  the  accompanying  financial  statements  follows: 

1.    Fund  Accounting 

To  insure  observance  of  limitations  and  restrictions  placed  on  the  use  of 
resources  available  to  the  Authority,   the  accounts  of  the  Authority  are 
maintained  in  accordance  with  the  principles  of  fund  accounting.     This  is  the 
procedure  by  which  resources  for  various  purposes  are  classified  for  accounting 
and  reporting  purposes  into  funds  established  according  to  their  nature  and 
purposes.     Separate  accounts  are  maintained  for  each  fund;   however,    in  the 
accompanying  financial  statements,    funds  that  have  similar  characteristics  have 
been  combined  into  fund  groups.     Accordingly,   all  financial  transactions  have 
been  recorded  and  reported  by  fund  group. 
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Southeastern  Massachusetts  University  Building  Authority 
NOTES  TO  FINANCIAL  STATEMENTS 
June  30,  1991 


NOTE   A — ORGANIZATION,    BUSINESS  ACTIVITY  AND   SUMMARY  OF  ACCOUNTING  POLICIES 
( continued) 

The  assets,    liabilities  and  fund  balances  of  the  Authority  are  reported  in  seven 
self -balancing  groups  as  follows: 

a.  Revenue  Fund  -  represents  revenues  collected  from  the  First  Project,  HUD 
Subsidiary  Grant,  and  all  fees  and  expenses  other  than  those  payable  out 
of  the  proceeds  of  the  bonds. 

b.  Construction  Fund  -  represents  the  proceeds  from  the  sale  of  bonds  to  be 
used  for  the  "Project"  and  the  related  construction  costs. 

c.  Preliminary  Expense  Fund  -  represents  funds  to  be  used  for  preliminary 
expenses  before  starting  a  project. 

d.  Plant /Debt  Fund  -  represents  buildings  acquired  and  funds  which  are  used 
to  pay  the  principal  and  interest  on  the  bonds  of  the  Authority. 

e.  Section  10  Reserve  Fund  -  represents  a  reserve  for  the  payment  of 
principal  and  interest  on  bonds. 

f.  Capital  Improvement  Fund  -  represents  a  reserve  for  capital  improvements 
on  the  projects. 

g.  Rate  Stabilization  Fund  -  represents  a  reserve  in  order  to  minimize  the 
variations  over  time  in  the  fees,   rents,   rates,   and  other  fixed  charges. 

2.  Investments 

Investments  are  represented  in  the  financial  statements  at  an  aggregate  cost  net 
of  amortized  premiums  which  approximates  aggregate  market  value.     All  gains  and 
losses  arising  from  the  sale,   collections,   or  other  disposition  of  investments 
are  accounted  for  in  the  fund  that  owned  such  assets. 

3.  Buildings 

Buildings  are  stated  at  cost,   including  capitalized  interest  cost  incurred  during 
the  period  of  asset  construction.     No  depreciation  has  been  provided  on  the 
assets . 


NOTE   B — CHANGE   IN  ACCOUNTING  PRINCIPLE 

In  1991  the  Authority  changed  its  method  of  accounting  from  the  cash  basis  to  the 
accrual  basis.     The  Authority  believes  that  the  accrual  method  will  more  closely 
correspond  its  recognition  of  revenue  to  the  expenses  incurred. 

The  financial  statements  of  the  prior  period,   which  are  presented  for  memorandum 
purposes  only,   have  been  restated  to  apply  the  new  method  retroactively.     As  a 
result,   this  accounting  change  decreased  net  earnings  by  $469,298  for  1990. 

NOTE   C — INVESTMENTS 

Investments  are  composed  of  Federated  Trust  U.S.   Government  Securities  at  a  cost 
of   $3,898,807   in  1991. 
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Southeastern  Massachusetts  University  Building  Authority 
NOTES   TO  FINANCIAL  STATEMENTS 
June  30,  1991 


NOTE  D — INVESTMENT   IN  BUILDINGS 


The  Authority  follows  the  policy  of  capitalizing  interest  as  a  component  of  the 
cost  of  buildings  constructed  for  its  own  use.     No  interest  was  capitalized  in 
1991  or  1990. 


NOTE  E — PROJECT  REVENUE   BONDS   PAYABLE   -   1986   SERIES  A 


The  issue  consisted  of  serial  and  term  bonds  totalling  $37,390,000.     The  serial 
bonds  were  issued  in  the  amount  of  $14,050,000  with  a  variable  interest  rate 
ranging  from  4.5%  to  7.7%.     Principal  is  payable  each  May  1,   commencing  May  1, 
1987.     Interest  is  payable  each  May  1,   and  November  1,   commencing  November  1, 
1986.     Series  A  Bonds  totalling  $1,110,000  have  been  retired  through  June  30, 
1991.     Term  Bonds  in  the  amount  of  $9,505,000  and  $13,835,000  with  interest  at 
7.8%  are  stated  to  mature  May  1,   2011  and  May  1,   2016,  respectively. 

Principal  payments  for  the  next  five  years  are  as  follows: 


1992 
1993 
1994 
1995 
1996 

Thereafter 


$  400,000 
425,000 
455,000 
485,000 
515 , 000 
33,717,230 

$  35,997,230 


The  1986  Series  A  Bonds  were  issued  at  a  discount.     At  June  30,    1991  and  1990, 
the  unamortized  discount  was  $282,629  and  $302,127  respectively.  Amortized 
discount  charge  to  interest  expense  during  the  year  was  $19,283  and  $20,418  in 
years  ended  June  30,   1991  and  1990  respectively. 

Bonds  maturing  on  or  after  May  1,   1997,   are  redeemable  prior  to  maturity,   at  the 
option  of  the  Authority,   in  whole  at  any  time,   or  in  part  on  any  interest  payment 
date,   on  or  after  May  1,   1996,   ratably  by  maturity  by  the  Trustee  or  the 
Authority  prior  to  the  issuance  of  a  redemption  notice,   in  inverse  order  of 
maturity,   and  if  less  than  all  the  outstanding  Bonds  of  any  maturity  are  to  be 
redeemed,   by  lot  within  such  maturity,   at  the  set  redemption  prices  plus  accrued 
interest  thereon  to  the  date  set  for  redemption. 

Period  During  Which  Redeemed 
 (Both  Dates  Inclusive)   Redemption  Price 

May  1,  1996  through  April  30,  1997  102% 
May  1,  1997  through  April  30,  1998  101% 
May  1998  and  thereafter  100% 

For  the  retirement  of  the  Term  Bonds  on  May  1,   2011,   sinking  fund  installments 
shall  be  payable  on  May  1,   2007  and  on  each  May  1  thereafter  as  follows: 
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Southeastern  Massachusetts  University  Building  Authority 
NOTES  TO  FINANCIAL  STATEMENTS 
June  30,  1991 


NOTE  E — PROJECT  REVENUE  BONDS  PAYABLE  -   1986  SERIES  A  (continued) 

Sinking  Fund  Sinking  Fund 

May  1                                 Installment  May  1  Installment 

2007  S   1,630,000  2010  $  2,035,000 

2008  1,755,000  2011  2,195,000 

2009  1,890,000 

For  the  retirement  of  Term  Bonds  due  on  May  1,   2016,   sinking  fund  installments 

shall  be  payable  on  May  1,   2012  and  on  each  May  1  thereafter  as  follows: 

Sinking  Fund  Sinking  Fund 

May  1                                 Installment  May  1  Installment 

2012  $  2,365,000  2015  $  2,970,000 

2013  2,550,000  2016  3,200,000 

2014  2,750,000 


NOTE  F — PROJECT  REVENUE  BONDS  PAYABLE  -   1986  SERIES  B 


The  Authority  entered  into  a  contract  with  the  U.S.   Department  of  Housing  and 
Urban  Development  for  the  sale  of  $644,000  Project  Revenue  Bonds,    1986  Series  B 
at  an  interest  rate  of  3%.     These  bonds  are  Serial  Bonds  with  principal  and 
interest  payable  each  May  1  and  November  1  commencing  November  1,    1986.     Series  B 
Bonds  totalling  $89,000  have  been  retired  through  June  30,    1991.     The  Series  B 
Bonds  are  also  guaranteed  in  full  by  the  Commonwealth  of  Massachusetts. 


Principal  payments  for  the  next  five  years  are  as  follows: 

1992  $  21,000 

1993  21,000 

1994  22,000 

1995  23,000 

1996  23,000 
Thereafter  445 , 000 

$  555,000 


NOTE  G — HUD   SUBSIDY  GRANT 


The  U.S.   Department  of  Housing  and  Urban  Development  has  agreed  with  the 
Authority  to  make  an  annual  debt  service  subsidy  grant  to  the  Authority  with 
respect  to  certain  dormitory  accommodations  included  in  the  Project.     The  amount 
of  such  annual  grant  is  not  to  exceed  the  lesser  of 


1.     $75,684  or 


the  difference  between 

a.    the  average  annual  debt  service  on  the  principal  amount  of  bonds 
attributable  to  the  cost  of  such  dormitory  accommodations,  and 


b.     the  average  annual  debt  service  that  would  have  been  reqijired  over  the 
life  of  such  bonds  at  an  interest  rate  of  3  percent. 


The  grant  is  scheduled  to  terminate  in  2011. 
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